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U.K. Financial Policy 


In order to counter the inflationary pressure arising 
from the expected increase in exports resulting from 
devaluation, the British Government has adopted a num- 
ber of deflationary measures. When in full operation— 
which is likely to be toward the end of 1950—they will 
release resources amounting to about £280 million per 
year. 

Investment in fixed capital, which will be about £2,100 
million in 1949, is to be reduced by £140 million. Of 
this, housing will provide £35 million—equivalent to 
about 22,000 houses—mainly from private building; 
educational building will also be cut, and the stricter 
application of licensing regulations will reduce general 
building by about another £35 million. Work on long- 
term projects in the fuel and power industry is to be 
reduced. 

Government civil expenditure is to be reduced by £90 
million and defense expenditure by £30 million in the 
fiscal year 1950-51. The total ordinary estimates for 
1949-50 were £3,308 million. The recent review of 
departmental expenditure showed that administrative 






World Diamond Sales 


Sales of diamonds by De Beers Consolidated Mines, 
Ltd. during the first nine months of 1949, at £16.4 mil- 
lion, were higher than anticipated. This represents an 
annual rate of £21.9 million, compared with £24.5 million 
in 1947 and the record of £38.1 million in 1948. During 
the third quarter of 1949, sales of industrial diamonds 
increased, while gem diamond sales declined. 


Source: The Wall Street Journal, New York, N. Y., 
October 22, 1949. 


ECA Counterpart Funds 


ECA has announced the release of 388 million schil- 
lings (about US$38.8 million) from the Austrian counter- 
part fund, for the following purposes: $11.0 million for 
industrial expansion, $7.0 million for hydroelectric 
power projects, $6.9 million for agricultural improvement, 
$5.0 million for the reconstruction and purchase of new 
railroad equipment, $3.0 million for housing, $1.5 million 
for the reconstruction of hotel and other public lodgings, 
$1.4 million for forestry and woodworking projects, and 
$3.0 million for other governmental investment. 


costs and services not essential to major policies could 
yield up to £45 million in a full year. Expenditures on 
education will be reduced by £5 million, and agricultural . 
services—including a reduction in the potato acreage 
payments—by £6 million. Ministry of Supply expendi- 
ture will also yield £6 million. The price of dried eggs 
and raisins is to be allowed to rise, and after the winter 
the subsidy and price controls on fish will be abolished; 
these savings will amount to £7 million. In addition, 
the subsidy on animal feedingstuffs, at present costing 
£36 million a year, is to be abolished. A charge of one 
shilling per prescription is to be introduced in the 
National Health Service, which will yield about £10 mil- 
lion, and the yield of the new profits tax is apparently 
expected to be about the same. 

The dollar import program of £1.2 billion a year, 
which was forecast in July, is to come into operation for 


the year from July 1949 to June 1950. In 1948-49, 
dollar imports were £1.6 billion. 
Source: British Information Service, Press Release, 


Washington, D. C., October 24, 1949. 


ECA has also announced the purchase of 15,000 carats 
of industrial diamonds from the Netherlands. They were 
paid for with ECA counterpart deposits, and are to be 
added to U.S. stockpiles. 

Sources: Economic Cooperation Administration, Press 
Releases, Washington, D. C., October 19 and 
20, 1949, 


European Refinery Programs 


The oil committee of the OEEC has recently published 
a report of its survey, which set out “to determine whether 
the member countries were basing their expansion plans 
on the most realistic estimates of possible oil needs.” 
The total refinery program of OEEC countries provides 
for a throughput of 62.4 million metric tons in 1952-53. 
These requirements, which imply an increase in con- 
sumption of the order of 9 per cent a year between now 
and 1952-53, are found to be reasonable on the whole, 
though doubts are expressed as to whether some countries 
can provide themselves with a corresponding supply of 
oil-consuming equipment. 
Source: The Economist, London, England, October 22, 

1949, 
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Sterling Area Raw Materials 

The President of the Board of Trade has given some 
details of the extent to which prices of sterling area raw 
materials have risen since devaluation. Compared with 
the price ruling before September 18, the dollar price 
of tin has been reduced about 8 cents a pound, repre- 
senting a rise of about one third in the sterling equivalent 
of tin exported from Malaya. 

Rough diamonds and crossbred wool prices in terms of 
sterling are up by about 25 per cent; merino wool by 
rather more, and rubber by rather less, than 20 per cent; 
and jute and sisal by about 10 per cent. The latest 
dollar price quoted in New York for spot sales of cocoa 
is the same as that on September 16, i.e., the sterling price 
has risen 44 per cent. 

Source: The Financial Times, London, England, October 
20, 1949. 


U.K. Trade 

U.K. exports to the United States were £11.2 million 
in the third quarter of 1949, compared with £15.7 million 
and £9.9 million in the first two quarters. Exports to 
Canada were £18.7 million—£1.1 million below the first 
quarter and £0.9 million below the second. The over-all 
volume of exports was 142 per cent of 1938, making the 
average 148 per cent for the first nine months of this year. 
Source: The Financial Times, London, England, October 


21, 1949. 
U.K. Dollar Export Credits 


A scheme announced by the Export Credits Guarantee 
Department for promoting exports from the United 
Kingdom to North America goes well beyond the credit 
insurance work hitherto carried out. Previously, ex- 
porters have been able to insure against losses arising 
from default abroad or other commercial risks arising out 
of actual contracts. The Department is now willing, 
however, to give exporters a guarantee covering a share 
of any losses if the cost of market research, advertising, 
or stock holding in the North American market is not 
recovered over “a period of time.” It is hoped to 
provide the required finance by taking a percentage of 
future profits from successful enterprises. 

Source: The Economist, London, England, October 22, 
1949. 


French Treasury Position 

The latest statement of French Treasury operations, 
which covers the period January 1-July 31, 1949, shows 
for the ordinary budget an excess of 100 billion francs of 
receipts (taxes) over expenditures (current government 
services, military expenditures, investment of public 
authorities). Since in this period the excess of expendi- 
tures over receipts on account of the 1948 budget was 
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74 billion francs, there was a small surplus of 26 billion 
francs for all current operations. The reconstruction and 
investment program (the extraordinary budget) shows 
expenditures of 346 billion francs for the first seven 
months of this year, while receipts (in fact, the counter- 
part funds) were 161 billion francs; therefore, the excess 
of expenditures was 185 billion francs. Treasury ac- 
counts, representing operations carried out by the Treas- 
ury with a number of agencies, show a net surplus 
of 13 billion francs. Thus, if the Treasury deficit is 
(somewhat arbitrarily) defined, taking account of these 
three balances, it would have amounted to 146 billion 
francs for the seven months. This consolidated balance 
was more than covered by long+term loans, of which the 
chief was the 5 per cent loan of January-March 1949, 
with a cash subscription of:108 billion:francs (see this 
News Survey, Vol. I, p. 294). In contrast to last year, 
the Treasury did not benefit from substantial short-term 
borrowing. On the other hand, it was able to decrease 
total government advances from the Bank of France by 
21 billion francs. As a result of all these operations 
(including the covering of municipal deficits) , the Treas- 
ury was able to increase its cash holdings from 105 billion 
francs as of January 1, 1949 to 135 billion francs as of 
July 31. 

It is known that public finances have deteriorated some- 
what since the end of July. As soon as a new Government 
takes over, a statement on public finances is expected. 
Revised estimates of the budget and the Treasury posi- 
tion will probably be given, which might show a position 
less favorable than at the end of July, necessitating a new 
effort to secure adequate funds for the Treasury without 
recourse to advances from the Bank of France or to 
heavy short-term borrowing, as in previous years. 
Source: Agence Economique et Financiére, Paris, France, 

October 12, 1949. 


Effects of Devaluation on French Textile Industry 

In the French textile industry, which supplied 23 per 
cent of the total value of French exports in 1948, it is 
believed that the devaluation will benefit chiefly the wool 


and rayon sectors. A price reduction of about 10 per 
cent may be expected for raw wool, most of which comes 
from the sterling area. The quantities of woolens avail- 
able for export from France are large, and shifts of 
exports toward the United States are expected. At 
present the United States is taking about 5 per cent of 
French woolen exports. In the rayon industry, which 
relies entirely on domestic raw materials, prices of rayon 
goods tend downward and increased sales abroad are 
possible. Prospects are far less favorable for the jute 
industry (as the supply of jute coming from India is 
expected to decline sharply) and for the cotton-goods 
industry. Of raw cotton supplies, 69 per cent come from 
the United States, and prices are expected to rise gradu- 
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ally by 20 to 25 per cent. A 10 per cent drop that was 
expected from the remaining sources of supply (Egypt, 
Brazil, French Overseas Territories, and India) did not 
materialize. No shift from the United States to these 
sources for raw cotton supplies is expected because of 
differences in quality. 

Source: The Journal of Commerce, New York, N. Y., 

October 17, 1949. 


Intra-European Trade and the Scandinavian Countries 

In accordance with the steps initiated by the OEEC 
to liberalize intra-European trade, Norway, Sweden, and 
Denmark have published lists of commodities which can 
be imported without license. The lists will apply after 
November 1. (For announcements of other countries, see 
this Vews Survey..Nol., U,,ppr.95s.L10, 127) ca 

The value of the commodities included in the Nor- 
wegian lists is equal to 31 per cent of total imports from 
Western Europe. The principal goods included are raw 
materials and foodstuffs, which Norway imports from 
the dollar area and Belgium. From January 1, 1950, 
imports below a certain maximum value for some speci- 
fied goods will be admitted without license. In addition, 
there is a list of commodities for which licenses will not 
be required provided that other participating countries 
take similar steps. The Swedish Government has an- 
nounced unlicensed imports for 40 per cent of the goods 
from the participating countries. The Danish uncondi- 
tional lists contain goods whose import value is estimated 
at 330 million kroner (US$48 million); the free com- 
modities consist mainly of fodder. The value of the 
goods on the conditional list is estimated at 440 million 
kroner. In addition, global quotas will apply to certain 
goods, the imports of which amount to 247 million 
kroner; for goods on the global list, an import license 
will still be necessary, but the importer can choose the 
country outside the hard currency areas where he wishes 
to buy. The value of the goods on the three lists amounts 
to one billion kroner, or about 30 per cent of Denmark’s 
imports. 
Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, October 15 and 20, 1949. 


Danish-French Trade Agreement 

A trade agreement between Denmark and France, 
covering the period from November 1, 1949 to October 
31, 1950, provides for Danish exports valued at 270 
million kroner (US$39 million) and French exports of 
300 million kroner (US$43 million). The Danish im- 
port surplus will be covered by Denmark’s drawing 
right on France. This agreement reflects the greatly im- 
proved marketing possibilities for Danish farm products 
in France. France thus becomes Denmark’s second- 
largest trade partner. 

Denmark’s exports will include 11,000 tons of butter, 
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dairy products, bacon and potatoes, and machinery. 
France will export 120,000 tons of iron and steel, and 
also fertilizer, fish meal, chemicals, wine and liquor, 
textiles, and machinery. For a number of important 
products, France has now taken Belgium’s place as sup- 
plier to the Danish market. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 13, 1949; Harald R. Martinsen, Danish 
Letters, Copenhagen, Denmark, October 14, 
1949, 


Swedish Wood Pulp Prices 

According to the Swedish Timber and Wood Pulp 
Journal, this year’s Swedish pulp production has already 
been sold. The stocks that will remain at the end of the 
year are expected to be .below those, at.,the beginning. 
Sales to the United States which have taken place since 
the devaluation have been for small quantities and im- 
mediate delivery. With some exceptions, the dollar 
prices have been the same as before the devaluation. The 
prices on other markets payable in a devalued currency 
have increased somewhat since the devaluation. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, October 22, 1949. 


Swedish Fruit Imports from United States 

Sweden has decided to import a limited quantity of 
fruit—mainly dried fruit—from the United States in the 
last quarter of 1949. Owing to the dollar scarcity, 
Sweden has in late years switched her fruit imports from 
the United States to the soft currency markets in Yugo- 
slavia, Turkey, and Iran. Since the United States has 
now raised its subsidies on exports of dried fruit, Sweden 
will be able to buy U.S. fruit at prices below those in the 
other countries mentioned. Prices to the consumer for 
these goods will be from 20 to 30 per cent lower than 
present prices. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, October 21, 1949. 


Swedish-Polish Coal Agreement 
For several months Sweden and Poland have been 
negotiating a new coal agreement. Sweden had expected 
a fall in Polish prices, measured in Swedish kronor, but 
owing to the devaluation of the Swedish krona these 
expectations were not realized. The agreement which now 
has been signed calls for an import of one-half million 
tons before January 15, 1950, and more will be imported 
later, although no figures for amounts were published. 
The prices measured in Swedish kronor will increase by 
24 per cent. It has also been agreed that 25 per cent of 
the payments shall be in sterling for the first 2 million 
tons, 15 per cent for the next million tons, and 10 per 
cent for additional quantities. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, October 21, 1949. 
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Spanish Foreign Exchange System 

Since the recent exchange devaluations, the Spanish 
multiple rate system has been reformed. On October 2, a 
new set of official rates was published in the Official 
Bulletin of State. The new rates apply to the pound 
sterling, French, Belgian, and Swiss francs, escudo, 
guilder, Swedish krona, and Danish krone. The apprecia- 
tion of the peseta against these currencies ranges from 14 
per cent for the Belgian franc to 44 per cent for sterling, 
the Swedish krona, and the Danish krone. The official 
exchange rates against the dollar and Argentine peso were 
left unchanged. 

On October 7, the Official Bulletin published revised 
export and import rates to apply to trade transactions 
conducted in each of the above currencies, except the 


Argentine peso.'*The revision of these rates amounts'to a~ 


devaluation of the peseta; there are eleven different rates 
for exports and nine for imports. The rates range from 
13.40 pesetas to 39.401 pesetas to the dollar. The effective 
devaluation of the peseta seems to be 20-25 per cent on 
the average, but it varies widely from commodity to com- 
modity. The official dollar rate remains, however, at 
10.95 pesetas. 

Finally, on October 16 the Official Bulletin published 
the new special rates applying to financial and commercial 
transactions other than merchandise exports and imports. 
The main innovation is an increase in the special rate 
applying to insurance, freight and port dues, transit 
charges, and consular fees. This rate was increased from 
16.40 to 23.641 pesetas per dollar. The preferential 
tourist rate of 25 pesetas per dollar has been maintained. 
Sources: Spanish Economic News Service, Madrid, Spain, 

October 4, 11, and 18, 1949. 


BIS Report on Italy 

A report, Economic and Financial Problems of Italy 
in the Summer of 1949, published in September by the 
Bank for International Settlements, was prepared at the 
request of the Italian members of the BIS Board. The 
report deals with public finance, credit policy, prices 
and wages, foreign trade and balance of payments, and 
measures for the promotion of economic activity. Among 
the strong points in Italy’s economic and financial situa- 
tion the report mentions the restoration of normal effi- 
ciency in essential services, although little has been paid 
by the State as indemnification for war damages; the 
restoration of orderly monetary conditions, price stabi- 
lization, and the building up of monetary reserves in 
gold and dollars; and a return to a relatively free market 
system in which prices serve as a guide to production and 
trade. The report notes a return to the economic situa- 
tion prevailing in prewar Italy before the implementation 
of the self-sufficiency policy of the Fascist regime. Ac- 
cording to the BIS, the volume of notes in circulation is 
now adequate to meet trade and production requirements 
at the present level of prices. 
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Several weak points in the Italian economy are also 
discussed : 

Some 114-2 million workers are unemployed. This 
does not include disguised agricultural unemployment 
nor overstaffing in industries and in the Government. 

Government spending is still substantial, and a large 
share of private savings is borrowed to finance the deficit. 
On the other hand, current domestic savings in 1948 
were about 84% per cent of national income, compared 
with a prewar rate of about 12 per cent. According to 
the BIS, if government spending were reduced, the 
greater volume of savings left to the private sector would 
eventually provide a net increase in over-all employment, 
although the transition would be difficult. As long as 
foreign aid is available, it is possible for the State to 
absorb-a large pert-of the country’s: imited savings. But 
when the country has to proceed on its own, budgetary 
expenditures should be brought down and the observance 
of the strictest economy must be a primary objective. 

Costs are still too high in private industry, and some 
economic and technical measures to reduce them are 
suggested. Lower employment which would result from 
a reduction of costs might be offset by the creation of 
new enterprises in manufacturing and service trades. 
But here again, the report points out, lack of capital 
is evident. Because of the high costs in private industry, 
the application of a rational credit policy is of extreme 
importance. Although credit measures since the fall of 
1947 stopped inflation, some difficult problems are still 
to be solved. One is the increased cost of credit. The 
real value of bank deposits is now only slightly more 
than half of the value in 1938. The current growing 
scarcity of money has raised interest rates on loans to 
8 to 12 per cent. 

It is sometimes suggested in Italy that, to exploit 
unused resources, credit should be expanded by increasing 
the volume of fiduciary notes. According to the BIS, how- 
ever, there are small possibilities of creating fresh credit 
without new inflation. The limited volume of existing 
credit is invested primarily in the highly industrialized 
North. Investment in the underdeveloped South can give 
a return only in the long run, though, for social and 
political reasons, it should be undertaken without too 
long a delay. The arguments in favor of employing some 
extraordinary sources of financing—in connection with 
President Truman’s Point IV program—are therefore 
believed to be particularly strong. 


Source: Bank for International Settlements, Economic 
and Financial Problems of Italy in the Summer 
of 1949, Basle, Switzerland, September 1, 1949. 


Austria-Western Germany Trade Agreement 


An important feature of the trade agreement for the 
period from October 1, 1949 to September 36, 1950, 
recently concluded by Austria and Western Germany, is 
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the easing of trade restrictions which have, in the past, 
hampered an expansion of Austrian exports to Western 
Germany. Except for a few specific classes of goods, Aus- 
trian exports will be admitted without quota limitations; 
quotas have been fixed for paper ($1.5 million), timber 
($3.5 million), and special types of steel ($1 million). 
Germany may exclude, temporarily, certain commodities, 
such as wood pulp, fertilizers, and dyes. For the first time 
since the end of the war, the agreement covers tourist 
trafic; $2 million will be allocated by the German 
authorities for travel expenses of German tourists visiting 
Austria. 

Western Germany will export to Austria mainly coal, 
rolled iron, and potash, and, in addition, manufactured 
products to the equivalent of $3.6 million. This figure 


for manufactured products ‘may -be increased: if: the: an-)~ 


ticipated improvement of Austrian exports to Western 

Germany continues. A payments agreement is still under 

negotiation. 

It is estimated that Austrian imports from Western 
Germany are now at the annual rate of $65 million. The 
trade deficit has been covered by the use of drawing 
rights. 

Sources: Austria Economist, Ziirich, Switzerland, Octo- 
ber 4, 1949; Austrian Consulate General, Aus- 
trian Information, New York, N. Y., October 
21, 1949. 


Poland’s Production and Investment 

By 1955, at the end of Poland’s Six-Year Plan (see 
this News Survey, Vol. I, pp. 224, 393), Poland’s na- 
tional income should be 97 per cent higher than in 1949, 
industrial production 114 per cent, and agricultural 
production 45 per cent. The basic figures for industry 
in 1949 are not those originally planned, but those ac- 
tually to be reached and which are now expected to be 
8 to 9 per cent over planned targets. In the first half of 
1949, total industrial production was 7 per cent over the 
planned target. 

The fulfillment of the Six-Year Plan greatly depends 
on the success of the 1949 plan (see this News Survey, 
Vol. I, p. 336), especially as far as new investments are 
concerned. The usual practice during the first two 
years of the 1947-49 Three-Year Plan was to end the 
investment plan a few months after the close of the year. 
This delay was partly of an accounting character only, 
but it also represented an actual extension of the plan- 
ning period. During the first eight months of 1948, only 
26 per cent of the 1948 investment appropriation was 
spent. In the corresponding period of 1949, the per- 
centage increased to 31. It is true that accounting methods 
(usually involving 1 to 2 months’ delay in reporting 
accomplished investment programs), are partly respon- 
sible for these low percentages, but even after this is 
taken into account they were lower than would be re- 
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quired for an even distribution of investments over a 
one-year period. The Government has decided to com- 
plete the investment program for the third year of the 
present plan by the end of 1949. There are, however, 
difficulties in that program because of the scarcity of 
some investment goods and delays in the delivery of 
equipment. 

Source: Gospodarka Planowa, Warsaw, Poland, Septem- 

ber 1949, 


Middle East 

Steel Prospects in Egypt 

Egypt has invited four of the world’s largest corpora- 
tions from the United States, United Kingdom, France, 
and Germany to study the possibility of establishing an 
Egyptian..steel -industry., These- corporations~ willbe 
asked to estimate the amount of iron ore in the Aswan 
fields; determine its usefulness for steel; recommend 
manufacturing processes and manufacturers with whom 
orders for steel plant equipment could be placed. Should 
they show interest, they will also be asked whether they 
would be willing to put up capital, along with the Egyp- 
tian Government or private enterprise, to establish a 
steel industry. 
Source: The Wall Street Journal, New York, N. Y., Oc- 

tober 18, 1949, 


Turkish Prices and Foreign Trade 

Turkey’s wholesale price index for July 1949 was 10 
per cent above July 1948, while the cost of living index 
for Istanbul was 12 per cent higher than a year earlier. 
The increases are attributable primarily to a rise in 
prices of cereals and pulses resulting from a severe 
drought. 

For the first seven months of 1949, the volume index 
for exports averaged 74 per cent, and that for imports 
21 per cent, above the corresponding average for 1948. 
Tobacco exports, comprising 41 per cent of total exports, 
were nearly three times those a year ago, and exports 
of dried fruits also increased considerably. The United 
Kingdom received 14 per cent of Turkish exports, the 
United States 13 per cent, and the German Trizone 11 
per cent. 

The leading import items were machinery and iron 
and steel, representing together 32.5 per cent of total 
imports. The United States and the United Kingdom 
continued to be the principal suppliers, providing 25 
per cent and 21 per cent, respectively, of total imports. 
Source: Ministry of Commerce, Konjonktur, Monthly 

Supplement, Ankara, Turkey, August 1949. 


Chrome Production in Turkey 

Seven extensive chrome ore deposits were discovered 
recently in Turkey. In 1948, the chrome output, which 
is exported almost entirely to the United States, was 
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285,000 tons. The Eti Bank, a state holding company, 

supplied nearly half of this amount, and the privately- 

owned mines provided the remainder. Production in the 

Eti Bank mines will soon rise to 200,000 tons, and the 

total output is expected to reach 400,000 tons. 

Source: Turkish Information Office, News from Turkey, 
New York, N. Y., October 13, 1949. 


Exchange Policies in Syria and Lebanon 

The Lebanese and Syrian Governments have lifted 
the requirement for exporters to surrender 10 per cent 
of their exchange receipts at the official rate. Merchants 
can now dispose freely of all the proceeds of their ex- 
ports. Other recipients of foreign exchange, however, 
are still required to surrender 10 per cent at the official 
rate when they decide to sell their exchange holdings. 

Moreover, following the French devaluation and the 
decision of the Lebanese Government not to devalue its 
currency in terms of dollars or gold (which presumably 
resulted in a run on the Banque de Syrie et du Liban to 
buy francs), the convertibility of the Lebanese currency 
into francs has been suspended. In the future, francs 
will be sold by the Office des Changes at the official rate 
only to meet government requirements. Importers from 
France will have to purchase their franc requirements 
from the free market. The franc has, therefore, become 
a “scarce” currency, just like the dollar and sterling. In 
Syria, the decision to re-establish convertibility into 
francs seems to have been shelved. 

Finally, the Syrian and Lebanese Governments have 
established an Exchange Stabilization Fund, to prevent 
too severe fluctuations in free market rates. This Fund 
has at its disposal the gold recently purchased by the 
Governments (see this News Survey, Vol. Il, pp. 105 
and 121), the current dollar and sterling receipts from 
the oil companies, and the French franc balances. These 
balances are estimated at about 25 billion francs, after 
adjustments for the sterling and franc devaluations. 
Francs are now being sold at the rate of LL1 = fr 124 
(official rate, LL1 = fr 159.70), and the sterling and 
dollar at 850 piasters and 320 piasters, respectively (cross 
rate £1 = $2.65). 

Sources: La Revue d’Egypte Economique et Financiére, 
Cairo, Egypt, October 8, 1949; Le Commerce 
du Levant, Beirut, Lebanon, October 5 and 12, 
1949, 


Israel Trade Agreements 

Israel has concluded a commercial pact with Uruguay 
covering a 12-month period. Uruguay will deliver frozen 
meat, wool, sunflower seed, rice, etc., worth about US$2 
million, in return for manufactured goods. 

An agreement was also concluded with Rumania 
providing for an exchange of goods valued at US$2.8 
million in each direction. Rumania will deliver timber, 
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wooden cases, and industrial products in return for 

citrus juice, edible oil, and chemicals. 

Sources: Bank for International Settlements, Press Re. 
view, Basle, Switzerland, September 22 and 29, 
1949, 


Iraqi Sterling Balances 
Iraq’s sterling balances, which are the subject of cur. 
rent negotiations between the United Kingdom and Iraq 
(see this News Survey, Vol. II, p. 113), are reported to 
amount to about £60 million. 
Source: The Financial Times, London, England, October 
22, 1949. 


Far East 


Pakistan’s Plans for Industrial Development 
. The Government of Pakistan has requested. firms in 
both the United States and the United Kingdom to submit 
plans for constructing an ammonium-sulphate factory 
with an annual capacity of 100,000 tons. The plant 
would utilize the large gypsum deposits in Western Pun- 
jab. A Belgian firm has also been engaged to report on 
the possibility of establishing a fertilizer industry in the 
country. 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 24, 
1949, 


Burma’s Foreign Trade 
During the first seven months of the current year, 

Burma’s foreign trade showed an active balance of 

Rs144 million (US$43.5 million). Since exports were at 

a low level, the active balance indicates the severe effect 

on imports of the general “austerity” program. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 17, 
1949. 


Philippine Forward Exchange Contracts 

The Central Bank of the Philippines announced last 
week that it was prepared to enter into forward contracts, 
with a maturity of six months, to buy and sell U.S. dollars. 
The Bank will buy forward exchange at its present buying 
rates for demand drafts and telegraphic transfers, and 
will sell forward at a premium of three-sixteenths of one 
per cent per month, or fraction thereof, above its selling 
rates for demand drafts and telegraphic transfers. 

The Central Bank’s decision to sell dollars in futures 
was interpreted in Manila as indicating that the financial 
authorities are not contemplating devaluation of the peso. 
Source: Far East Trader, San Francisco, California, 

October 19, 1949. 


United States and Canada 


U.S. Agricultural Price Support Program 
The U.S. Congress has sent to the President for ap- 
proval permanent price support legislation, which 
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broadens the scope of that part of the support program 
left subject to the administrative discretion of the Secre- 
tary of Agriculture. As before, price supports are con- 
ditional upon compliance with production and marketing 
quotas and are prescribed as a certain percentage of 
parity. 

Basic commodities (tobacco, corn, wheat, rice, cotton, 
and peanuts) are subject to mandatory support at 90 
per cent of parity for the 1950 crop, and at least 80 per 
cent of parity for the 1951 crop, if producers have ac- 
cepted marketing quotas and acreage allotments or if 
marketing quotas are in effect on such crops. In 1951 
and thereafter, the minimum support level is to be be- 
tween 75 and 90 per cent of parity, and is to vary in- 
versely with the supply percentage. The supply per- 
centagé* is roughly ‘fhe ‘relation between the estimated 
total supply and the anticipated demand for the forth- 
coming year. For tobacco, however, supports are to 
remain at 90 per cent of parity whenever marketing 
quotas are in effect. Since the new parity provided for 
in the Act is less favorable to some basic commodities 
than the existing parity calculated on the 1909-14 base, 
the Act provides that calculations shall be made on both 
bases, and that until the end of the 1953 crop year sup- 
ports for basic commodities will be based on the higher 
of the two. 

To ensure a certain volume of production of designated 
nonbasic commodities, the Secretary must support prices 
for most of them (including wool and milk) at between 
75 and 90 per cent of parity. For tung nuts, honey, and 
Irish potatoes the prescribed range is between 60 and 
90 per cent. For other nonbasic commodities, the Secre- 
tary may support storable commodities, to the extent 
that funds are available, at between 75 and 90 per cent 
of parity depending upon the supply percentage, and 
perishable commodities at levels not exceeding 90 per 
cent of parity. In determining the supports for these 
commodities, reference is to be made to prices of com- 
peting agricultural products. 

These discretionary supports, as well as supports which 
are also authorized above the prescribed minimum for 
basic and designated nonbasic commodities, are to be 
determined according to the following criteria: (1) the 
supply of the commodity in relation to the demand; 
(2) support levels for other commodities; (3) availa- 
bility of funds; (4) perishability of the commodity; (5) 
importance of the commodity; (6) ability to dispose of 
stocks; (7) need for offsetting the loss of export markets; 
and (8) ability and willingness of producers to keep 
supplies in line with demand. 

Source: 8lst Congress, House of Representatives, Report 


1459, Agricultural Act of 1949, Washington, 
D. C. 


Canadian Budget 

In reintroducing the budget for the fiscal year 1949- 
50, the Canadian Minister of Finance announced that 
the Government has been studying measures to counter- 
act any serious downturn which might arise in export 
markets and the domestic economy. The Minister warned 
that Canada could not afford to overlook the possibility 
of a short-run decline in the absorptive capacity of the 
U.S. market, which, coupled with the already apparent 
slump in overseas trade, could have a serious effect on 
the Canadian economy. In order to offset such an even- 
tuality, the Government is initiating an extensive housing 
program and studying proposals for work on the Trans- 
Canada Highway. 

The Minister then announced minor changes in the 
original budget (see this News Survey, Vol. I, p. 301): 
the 8 per cent sales tax on fuel oil is being removed in 
an attempt to offset the increase in price which followed 
the devaluation of the Canadian dollar; the 10 per cent 
tax allowance on dividends on common stock has been 
extended to include dividends on all shares; the tax on 
cider and wines containing less than 7 per cent alcohol 
has been reduced from 50 cents to 25 cents a gallon. 
Revenue losses resulting from these changes are expected 
to total $11 million, $10 million of which is accounted 
for by the fuel oil tax change. 

Source: The Globe and Mail, Toronto, Canada, October 
21, 1949. 


Latin America 


Export Duties on Mexican Gold 

The ad valorem part of the Mexican export duty on 
gold products permitted for exportation was reduced 
from 30 per cent to 15 per cent of the invoice value by 
a decree of September 12. In addition to this duty there 
is a specific duty of 0.45 pesos per gram. 

The Mexican export tariff classifications affected are 
items 91-00, gold scrap and waste; 91-02, gold in pieces, 
cast, stamped, or inlaid; 91-04, gold in jewelry products, 
even when containing parts of materials other than fine 
pearls and precious stones, natural or synthetic, not 
specified; 91-05, gold laminated or drawn in bars, thread, 
sheets, plates, leaf, or tubes; and 91-06, gold dust. 

Source: U.S. Department of Commerce, Survey of 
Changes Reported to Areas Division during the 
Week Ending October 24, 1949, Washington, 
D. C. 


Chicle Agreement Between Guatemala and Mexico 

A two-year agreement to control the production and 
exportation of chicle, signed by Guatemala and Mexico 
on June 17, became effective on August 25. The agree- 
ment provides for export quotas at fixed prices, equal 
export charges in both countries, and limitation of pro- 
duction to real export demands and domestic needs, plus a 
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tolerance of 10 per cent. The chicle year is defined as 
the period from May 1 to April 30 of the following year. 
The export quota for both countries for the present chicle 
year is set at 2,003,300 kilograms of dry chicle; Guate- 
mala may ship 30 per cent of the quota and Mexico 70 
per cent. Both countries will establish the same prices 
and conditions of delivery for exports. For the year 
1949.50 the following prices have been set: first-grade 
chicle $90, and second-grade chicle $80, per quintal of 
46 kilograms, net, with 33 per cent humidity, f.o.b. 
vessel at port of shipment. At the same time, Guate- 
malan export charges on chicle will be modified to make 
them the equivalent of the Mexican export charges. 
Source: U.S. Department of Commerce, Survey of 
Changes Reported to Areas Division during the 
Week Ending October 24, 1949, Washington, 
D. C, 


Currency Adjustments in Uruguay 

A new list of import classifications is reported to have 
been issued in Uruguay in order to clear up some doubt- 
ful points in the original list and to shift some commodi- 
ties from the new $2.45 rate to the more favorable rate 
of $1.90 (see this News Survey, Vol. II, p. 109). Trucks, 
automobile parts, and many articles of food and footwear 
have been shifted to the $1.90 rate. At the same time 
there is pressure from exporters to obtain the benefits 
of the new $2.35 export rate. With these two factors in 
operation, it is doubted whether the exchange profits 
from the greater spread provided for in the new system 
will show as great an increase as was expected in some 
quarters. 

Adjustments to prices under commercial agreements 
are now being made, following the recent rate changes. 
The United Kingdom is understood to have raised prices 
for essential exports, and negotiations have been started 
to try to secure for Uruguay an increase of meat prices 
under the recent agreement. 


Source: El Pais, Montevideo, Uruguay, October 17, 
1949. 


Other Countries 


South African Bank Reserves 
The reserves of the South African commercial banks, 
as represented by their balances with the South African 
Reserve Bank, reached a new low of £36 million at the 
end of July. As had been expected for some time (see 
this News Survey, Vol. I, p. 396) statutory liquidity re- 
quirements have been eased. Commercial banks have 
temporarily been allowed to maintain minimum balances 
with the Reserve Bank of only seven per cent of their 
demand liabilities as against the former ten per cent. 
Sources: The Union of South Africa, Government 
Gazette, Pretoria, Union of South Africa, Au- 
gust 26 and September 2, 1949. 
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South African Imports 

The South African Minister for Economic Affairs has 
announced that import control allocations for the first 
half of 1950 will be 30 per cent higher than those for 
the second half of 1949. This applies to all imports, in. 
cluding capital goods, petrol, and government imports, 
He added that during the past two months there had 
been a distinct change for the better in the economic 
situation and that there was good reason to expect that 
the flow of investment capital to the Union would now be 
resumed. 
Source: The Times, London, England, October 19, 1949, 


Rhodesian Tobacco 

Southern Rhodesia’s 1949 tobacco crop of 81.7 million 
pounds was 7 million pounds higher than last year. The 
price was slightly below previous years, but the value was 
over £10 million for the second year in succession. The 
United Kingdom was the main buyer, taking 52.5 million 
pounds. 

Northern Rhodesia’s tobacco crop was 4.3 million 
pounds with a value of over £0.5 million. 
Source: The Financial Times, London, England, October 

19, 1949. 


Australian Purchase from the Fund 

The International Monetary Fund has sold to Australia 
US$20 million in exchange for Australian pounds. Thus 
nineteen members have now drawn upon the Fund’ 
resources. 


Technical Assistance in Tokyo 

At the request of the U.S. Government, Mr. J. V. 
Mladek, Deputy Director of the Fund’s Operations De 
partment, and Mr. Ernest A. Wichin, Assistant in the same 
Department, have gone to Tokyo, to assist in the develop- 
ment of legal and technical arrangements involved in the 
operation of Japanese foreign exchange transactions 
They will be available for consultation with the U.S. gov: 
ernment authorities for approximately one to two months. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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